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animals that are not protected, it is possible to make a shorter list
that, in cases where new species are discovered or formed by taxonom-
ic reclassification, will protect endangered animals automatically.
Part II of Biological Diversity demonstrates the emerging legal
trends in protecting the environment. Rather than placing the
emphasis on species conservation, the author asserts the need for an
ecosystem-based approach that preserves the habitat as well as the
endangered species living within it. This new emphasis represents the
change in the perceived danger to the environment over the last one
hundred years. Many species today are not threatened by over-hunting
and exploitation but rather by the destruction of habitats, such as the
rain forests of Brazil and the Florida Everglades. Emphasis needs to
be placed on area-based and activity-based planning instruments. This
is illustrated in the new Convention on Biological Diversity, which
seeks to identify and regulate activities that destroy biological
diversity in specific ecosystems. The Convention's approach, so long as
it is adopted by participating national legislatures, will be the most
beneficial conservation method for the future. By combining both
species-based and ecosystem-based protection, it is not only possible to
protect already endangered species but also to prevent other species
from joining this already crowded list.
In conclusion, the author also explores ways of enforcing environ-
mental legislation through public and private liability; e.g., the duty of
developed countries to assist developing countries in complying with
international regulations and the need for active support and coopera-
tion from all people and countries to abide by these national and
international laws. This book indicates the strengths and weaknesses
of past attempts at regulation and illustrates new strategies and
procedures to continue the protection of biological diversity into the
future.
Thomas Muther
WORLD BANK, WORLD DEVELOPMENT REPORT 1994: IN-
FRASTRUCTURE FOR DEVELOPMENT, Oxford University Press,
New York (1994); ($37.95); ISBN 0-19-520991-5; 244 pp. (pbk.)
All too often the conveniences of everyday life in the United States
are taken for granted by those who have access to them. During the
past fifteen years, developing countries have invested several billions
of their national output every year on developing new infrastructure
and services, such as clean water and telephone lines, but there
remains a large population that has not felt the effect of these
changes. Inefficiency and waste in both investments and services, fail
to respond effectively to user demand.
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The World Bank has put out World Development Report 1994:
Infrastructure for Development to analyze new ways in which infra-
structure may be developed in order to meet the public need. The
proposed infrastructure development is more efficient, more responsive
to user demand, better for the environment, and utilizes both the
public and private sectors. In furtherance of these proposals, two broad
conclusions are set forth: (1) Because past investments in infrastruc-
ture have not had the development impact expected, it is essential to
improve the effectiveness of investments and the efficiency of service
provision; and (2) Innovations in the means of delivering infrastructure
services, along with new technologies, point to solutions that can
improve performance.
Infrastructure is directly related to the economic development of a
country. The availability of telecommunications, power, paved roads,
and access to clean water has a direct effect on a nation's Gross
Domestic Product. Additionally, economic growth has an effect on the
demand for services provided by infrastructure. Effective infrastruc-
ture investment relies not only upon its quantity but also upon the
quality and reliability of services provided. Further, the services must
be provided efficiently while matching the supply with the nation's
demand.
As identified in World Development Report: 1990, providing
adequate infrastructure services should reduce poverty by bringing in
needed goods and services as well as by providing opportunities
outside of their immediate community. The World Development Report:
1994 identifies the additional environmental benefits that result from
providing clean water, sanitary conditions, clean power sources, safe
waste disposal, and better management of traffic in urban areas.
Infrastructure must expand with the growing population, however, in
order to prevent environmental deterioration.
Governments have begun to support infrastructure for several
reasons: (1) the recognition of the importance of infrastructure to a
nation's political and economic activity, (2) a belief that governments
must take an active role in solving problems that arise when obtaining
technology, and (3) a belief that governments will succeed where
markets may fail. Although initially public sector monopoly of
infrastructure created impressive improvements, recent history has
demonstrated a misallocation of resources as well as a failure to
respond properly to user demand. Although each nation's needs differ,
common problems need to be addressed in future development to
ensure success.
Inefficient infrastructure in developing countries has resulted in
economic loss due to the loss of output, such as water and power,
through poor distribution methods. Inefficient use of labor has also
resulted in exorbitant costs due to problems such as overstaffing.
Another problem is the inadequate maintenance of infrastructure
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services. When the services are incapacitated, output declines resulting
in additional investment necessary to merely maintain existing
services. Often, the need for high maintenance stems from a poor
initial construction or design of an infrastructure service.
Due to lower income levels and a lack of access to services, poor
populations often are neglected. Governments have failed to identify
the need to provide infrastructure to the poor and have allowed
providers to constrain expansion due to the likelihood of inadequate
compensation for services.
The Report recognizes that in order to change these existing
problems, incentives must be built into the foundation of infrastructure
services. The providing of infrastructure must change to become a
business oriented service industry, in which goods are offered to meet
customers' demands. Competition must be introduced in order to
promote efficiency by offering users with options, while making
providers more accountable for their product.
According to the Report, successful private providers of infrastruc-
ture have three characteristics the public sector must adopt. First,
they have clear goals set on providing services. Second, managers and
employees are accountable for results under a management that is
autonomous. Third, the providers are financially independent. Since
current government dominance in infrastructure will likely continue
into the future, cooperation between the private and public sectors is
necessary.
In order to ensure efficient operation, the enterprises should be
subject to commercial market principles, such as commercial and tax
law, competition, accounting procedures, and labor laws with minimal
government interference. The problem is that much of infrastructure is
currently in the public sector because of the limit on profit maximiza-
tion. Also, because service providers will have a monopoly, prices must
be regulated outside of the provider.
In order to make the transition from the public sector to the
private sector smooth, regulation, although necessary, must be kept to
a minimum. Regulation needs to be able to grow with changing
conditions. This requires that the regulating force have detailed
knowledge of the activity, autonomy required, and sufficient resources.
Where price regulation is necessary, fair pricing must be maintained
while ensuring adequate profits for providers. Price regulation can
achieve its goal by either implementing permitted increases in a
service price or by measuring a fair price in relation to other, similar
markets.
The Report recognizes these problems and offers three solutions.
One option suggests that governments develop information and eval-
uation systems in order to monitor performance. The second option is
the offering of management contracts by governments. These contracts
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would transfer the responsibility for running a service over to a private
provider to increase the autonomy of the provider and reduce the risk
of government interference in the service operations. The final option
involves offering service contracts through which private providers
obtain the responsibility of providing a particular service at a lower
cost.
Alongside the transfer of power is the need to establish financial
independence by creating reliable revenue sources that allow providers
financial autonomy. Encouraging private providers to be responsible
for services and profit may force them to lower costs in order to
maximize gain. Once the cost is controlled, price principles can be
established in order to give the provider complete financial autonomy.
The Report outlines the steps that should be taken toward
streamlining infrastructure. The first policy initiative is to decentralize
government responsibility and place it in the control of several
subnational governments, ensuring that the infrastructure is located
closer to the community that is being serviced. Once the infrastructure
service is controlled within the community, the local population must
participate to ensure proper maintenance and delivery of the service.
This will serve to involve the .beneficiaries of the service directly,
obtain local consensus on projects, and promote financial assistance
from the community. The second initiative is to allocate the budget in
consideration of a nation's underlying goals. Governments must
establish what their priorities are concerning infrastructure, such as
deciding between urban or rural development, and distribute funds
appropriately. A third initiative is to subsidize infrastructure in order
to redistribute resources from high income communities to poor
communities.
Because of the broad effects of infrastructure, planning should
involve not only the investors and donors, but it should consider the
consultation of users or their elected representatives. Projects should
be analyzed and appraised properly before construction or financing is
agreed upon. Once a project is begun, coordinated planning helps to
maintain coherence between all of the providers of a service. Early
planning also helps to minimize any adverse impact on the environ-
ment.
Today, a large amount of a nation's budget is dedicated to
infrastructure. Although a government is allowed to borrow funds at
low rates, making otherwise financially infeasible projects possible, its'
ability to spend on infrastructure is strained by low budgets and poor
performance. In recent years, private providers have been working
with local companies generating investments and revealing rapid
growth. The long term goal of financing is to broaden capital markets
so that in the future they can serve as the financial source for infra-
structure. The new role of governments in building infrastructure is to
encourage private financing by ensuring the private provider against
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policy risks. The other option is a limited recourse financing in which
lenders have limited access to the assets of a company sponsoring a
project. The hope is that these options will provide a pattern of
repayment that will serve to comfort future investors.
Further concerns to project financing are the size of the project,
the country in which it is located, and the degree to which the gov-
ernment is involved. The larger a project is, the more inherent risk is
involved. Investors should begin with smaller projects in order to gain
experience before moving to larger ones. In addition, contractual agree-
ments must be effective in resolving any possible dispute that may
arise. International arbitration in a neutral location should be
considered.
Efficient risk allocation is central to project financing. Countries
should take steps to ensure providers against local currency devaluat-
ing foreign capital. Private providers may also want to consider
insuring themselves against the uncertainty in the cost of production
and demand for services. The World Bank as well as the Asian
Development Bank offer guarantees to private investors in developing
countries in which a government guarantee is insufficient to the
lender. The Report identifies several countries that have established
development banks in order to act as an intermediary to promote
private financing.
Finally, development of domestic capital markets should increase
financing. Privatization of infrastructure markets adds to the local
stock market. Bonds attract long term investors to the infrastructure
market. Contractual savings institutions, such as pension funds and
life insurance companies, are excellent resources for long term
investments. Securities such as pension funds protect the investor
since they are guaranteed by the government.
The final chapter of this Report outlines the possibility for future
reform in infrastructure. Four options for infrastructure are presented.
The first, and most common, option for a country is public ownership
and operation at the national, regional, or local level. The second
option is public ownership and private operation that allows the
government to maintain control while shifting responsibility to the
private sector through either leases or concessions as described previ-
ously. The third option is private ownership and operation, most
appealing to the private sector when commercial and political risk are
low and profit potential from user charges are high. The final option is
community and user provisions providing for local control and
community involvement in small scale infrastructure.
Ultimately, the goal for each nation is to determine its specific
needs and goals. The potential for advancement depends on a country's
technical and managerial capacity, a positive environment for private
investment, and the private sector's capacity to generate and maintain
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adequate resources.
World Development Report 1994: Infrastructure for Development is
a text for any person desiring to learn more of the importance of
advancements in infrastructure to the development of a nation. It is a
scholarly analysis of the potential for the future of the relationship
between a nation and its economic and social reliance on infrastruc-
ture.
The text of this Report is accompanied by several diagrams,
charts and specific references to situations in which the proposals have
been utilized in various countries. Because this Report was written
from a multitude of sources, sections on bibliographical notes,
infrastructure data, and technical data are presented at the end in
order to track the information located within the main text.
Matthew Borrillo

